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DEPT PASS NAC AGENCIES 

E.O. 11652: N/A 
TAGS: AFDF, EAID, EFIN 

SUBJECT: PROPOSED SUPPLEMENTARY AFRICAN DEVELOPMENT 
FUND LOAN TO FINANCE RWANDA RAMBA-GASEKE TEA PROJECT 

SUMMARY: AFDF MANAGEMENT PROPOSES 2.2 MILLION FUND UNIT 
OF ACCOUNT (FUA EQUAL TO US $1.1 1) SUPPLEMENTARY LOAN 
TO COMPLETE THE RAMBA-GASEKE TEA PROJECT, LOCATED IN 
THE GISENYI REGION IN NORTH-WEST RWANDA. THE PROPOSED 
LOAN WOULD SUPPLEMENT AN APRIL 1974 AFDF LOAN OF 4.3 
MILLION FUA. THE 1974 AFDF LOAN TOGETHER WITH GOR 
FINANCING EQUAL TO 778 THOUSAND FUA WAS TO COVER ENTIRE 
PROJECT COSTS, AT THAT TIME ESTIMATED TO EQUAL 5 MILLION 
FUA. THE PROJECT CONSISTS OF THE DEVELOPMENT OF 700 HA 
OF TEA PLANTATION, CONSTRUCTION OF FEEDER ROADS AND A 
1,200 TON CAPACITY TEA FACTORY. ORIGINAL AFDF LOAN 
DOCUMENT DID NOT ASSIGN RESPONSIBILITY FOR COST 
OVERRUNS. END SUMMARY 

1 . AFDF DOCUMENT BD/78/13 DESCRIBING SUPPLEMENTARY 
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LOAN POUCHED TO NAC AGENCIES FEB 7, 1978. BOARD CON- 
SIDERATION SCHEDULED FOR FEB 28, REQUEST AMEMBASSY 
KIGALI CABLE ANY VIEWS ON PROJECT TO ASSIST NATIONAL 
ADVISORY COUNCIL DELIBERATIONS ON U.S. BOARD POSI- 
TION. 

2. IN APRIL 1974, AFDF APPROVED A 4.3 MILLION FUA 
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LOAN TO FINANCE 84 PERCENT OF THE RWANDA RAMBA- 
GASEKE TEA PROJECT, WITH THE GOR PROVIDING THE 
BALANCE EQUAL TO 778 THOUSAND FUA. THE GOR PARTI- 
CIPATION WAS TO MEET LOCAL COSTS. COST ESTIMATES 
INCLUDED 7 PERCENT ALLOWANCE FOR PHYSICAL CONTIN- 
GENCIES AND ALLOWANCE FOR 8 PERCENT ANNUAL PRICE 
ESCALATION. THE COMPONENTS OF THE PROJECT INCLUDE: 

A) ESTABLISHMENT OF 600 HA OF PLANTATIONS FOR SMALL HOLDERS 
AND 100 HA OF GOVERNMENT RUN PLANTATION TO BE DEVELOPED IN 
ONE OR TWO LARGE UNITS; INDIVIDUAL FARMERS PLANT 0.20 HA; 

G) CONSTRUCTION OF BUILDINGS AND INSTALLATION OF 
EQUIPMENT FOR THE TEA FACTORY HAVING A CAPACITY OF 
1,200 TONS OF TEA; C) CONSTRUCTION OF 80 KM OF 
ACCESS ROADS TO FACILITATE COLLECTION AND TRANSPOR- 
TATION OF TEA LEAVES; D) CONSTRUCTION OF CENTERS 
FOR THE COLLECTION OF GREEN LEAVES, A COLLECTION 
CENTER WILL BE BUILT FOR EACH 30 HA OF PLANTATION; 

E) CONSTRUCTION OF OFFICES AND ASSOCIATED BUILDINGS. 

TERMS OF ORIGINAL AFDF LOAN 50 YEARS AMORTIZATION 
INCLUDING TEN YEARS GRACE, 0.75 PERCENT SERVICE 
CHARGE. AFDF LOAN ON LENT BY THE BORROWER, 

GOVERNMENT OF RWANDA, TO THE EXECUTING AGENCY, 

THE RWANDA TEA BOARD, ON SAME TERMS AS AFDF LOAN. 

3. AT FULL PRODUCTION IN YEAR 13 OF PROJECT LIFE, 

THE 600 HA OF INDIVIDUAL PLANTATIONS AND THE 100 HA 
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OF GOVERNMENT UNITS WILL YIELD 1,020 TONS AND 
170 TONS OF DRY TEA RESPECTIVELY, TOTALING 1,190 
TONS OF TEA. FINANCIAL ANALYSIS OF THE PROJECT 
IN 1974 WAS BASED ON EXPECTATION OF LONDON MARKET 
PRICE OF TEA EQUAL TO 45 N.P. PER KG OF DRY TEA. 
(SUPPLEMENTARY LOAN DOCUMENT INDICATES THAT 1977 
PRICE WAS EQUAL TO 120 N.P. PER KG.) ON THE BASIS 
OF 1974 ESTIMATES, THE FACTORY'S RATE OF RETURN WAS CAL- 
CULATED AT 12 PERCENT OVER A 25-YEAR PROJECT 
LIFE. FACTORY TO COMMENCE OPERATION IN YEAR SEVEN. 

PROJECT BENEFITS INCLUDE INCREASE IN RWANDA'S FOREIGN 
EXCHANGE EARNINGS UNDER ASSUMPTION THAT 95 PERCENT 
OF PRODUCTION WILL BE EXPORTED. PROJECT TO PROVIDE 
INCOME FOR 3,000 FARM FAMILIES (ABOUT 
18,000 PEOPLE) WHICH HAD PREVIOUSLY BEEN LIVING AT 
SUBSISTENCE LEVEL. PROJECT ECONOMIC RATE OF RETURN 
UNDER 1974 CONDITIONS WAS ESTIMATED AT 10.4 PERCENT. 

AT THAT TIME A 10 PERCENT INCREASE IN PROJECT COSTS 
INDICATED A 7.8 PERCENT RETURN; A SUBSEQUENT 10 PERCENT 
DECREASE IN INCOME DROPPED RETURN TO SEVEN PERCENT. 
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4. CONDITIONS OF THE LOAN WERE FULFILLED AND THE 
PROJECT BEGUN IN OCTOBER 1974. THE PROJECT HAS 
EXPERIENCED SOME TECHNICAL AND ADMINISTRATIVE DIFFI- 
CULTIES. AND AT ONE POINT THE PROJECT MANAGER WAS 
DISMISSED, WITH A SUCCESSOR BEING LOCATED BY THE 
AFDF. AS OF NOVEMBER 1977, 467 HA OF TEA HAD BEEN 
PLANTED OUT OF THE 700 HA TOTAL. CONSTRUCTION OF 
WORKS IS ALMOST COMPLETED, WHILE ROAD WORKS AND 
GRADING OF PLANTATIONS IS PROCEEDING SATISFAC- 
TORILY. THE SITE FOR THE FACTORY HAS BEEN 

CLEARED AND IS READY FOR CONSTRUCTION. 

5. AT THE TIME OF THE APPRAISAL OF THE PROJECT 
IN 1974, THE COST OF THE FACTORY WAS ESTIMATED 
AT 1.89 MILLION FUA. IN EARLY 1977, TENDERS 

WERE INVITED FOR CONSTRUCTION WITH THE LOW BID 
BEING 3.95 MILLION FUA. WITH A TEN PERCENT 
ALLOWANCE FOR PHYSICAL CONTINGENCIES AND PRICE 
ESCALATION, THE FINAL COST OF THE FACTORY WILL 
BE 4.35 MILLION FUA, WHICH IS MORE THAN DOUBLE 
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THE ORIGINAL COST ESTIMATE AND ALSO MORE THAN 
DOUBLE THE BALANCE OF THE AFDF LOAN. THE COST 
OF OTHER MISCELLANEOUS INPUTS HAS ALSO RISEN 
SINCE THE INITIAL APPRAISAL AND THE ENTIRE COST 
OF THE PROJECT IS NOW ESTIMATED AT 7.67 MILLION 
FUA, OR 2.67 MILLION FUA OVER THE INITIAL COST 
ESTIMATE. REVISED COST ESTIMATES INCLUDE TEN 
PERCENT ALLOWANCE FOR PHYSICAL CONTINGENCIES 
AND PRICE ESCALATION. THE GOR INTENDS TO PROVIDE 
THE BALANCE OF SUPPLEMENTARY FINANCING REQUIRED 
ABOVE THE AFDF LOAN. GOR SHARE OF SUPPLEMENTARY 
PACKAGE EQUAL TO 469 THOUSAND FUA. THE REVISED 
APPRAISAL REPORT INDICATES THAT THE 54 PERCENT 
INCREASE IN PROJECT COSTS WILL NOT SIGNIFICANTLY 
REDUCE THE INITIALLY CALCULATED RATES OF RETURN 
SINCE THE PRICE OF TEA HAS GONE UP CONSIDERABLY 
SINCE 1974. 
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